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Employee Representation 


By W. T. Hoturway, President 
Standard Oil Company of Ohio 


HE N. R. A. has raised again the old issue which we call “the labor 

problem.” In the effort of the “New Deal” to put industry and com- 
merce upon a more rational basis it was inevitable that the problem of the 
relations between employers and employees should come to the front. It 
is also natural that in the process of evolution and solution the early stages 
should be characterized by rivalries, antagonism, fears, and extravagant 
claims and forebodings. 

It do not think we should worry too much about this. Proper solutions 
of problems do not come out of a vacuum. They come from the rubbing of 
minds and hearts in disagreement and debate. Almost all of social progress 
in this democratic country has come in spite of opposition. But if there had 
not been opposition would there have been as sound progress? Spin some 
Utopian theory for yourself, then argue it out with some hard-boiled icono- 
clast, and see if you do not emerge with a modified and improved theory— 
if there is any of your original idea left at all. 

The Greeks had a word which expressed this conception of discussion 
and debate ; and we brought it over into our English vocabulary. The word 
is diatribe, meaning primarily a prolonged discussion. It was derived from 
the Greek words dia (through) and tribein (rub)—a rubbing through. Ideas, 
the word implied, were rubbed through the sieve of discussion and debate. 
You know that when something is rubbed through a sieve the coarser parts 
are removed and something finer emerges. That was the ancient Greeks’ 
discerning conception of the refining process of discussion and debate. 

For this reason, I believe, there will emerge from all this labor dispute 
something finer, something more socially just and beneficent than is even 
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dreamed of by any but a very few of the most broad-visioned labor and in- 
dustrial leaders. 

In the meantime, however, labor unions are pressing for expansion, 
many employers are adopting employee representation plans as a defense 
measure, and we have the unfortunate situation of an apparent conflict be- 
tween the conventional trade unions and the so-called “company unions.” 
Labor unions and others are attacking employee representation plans as 
“company unions”’—I do not know what a company union really is—and 
attempting to create the impression that there is something essentially wrong 
about them. 

It is unfortunate that there should be this clash, this wholesale attack 
upon employee representation plans. Certainly not all of them are good, 
but not all of them are bad. Neither are unions all good, nor all bad. No 
employee representation plan is any better than the motives and purposes 
which lie behind it; and the same is true of any union. 

There is nothing in the essential idea of employee representation which 
is either for or against trade unionism. Sincere and intelligent proponents 
of employee representation are not desirous of destroying the labor union 
movement. They recognize the contribution which it has made to the im- 
provement of industrial and social conditions and concede that there is much 
which it still can do for improvement in particular industries and particular 
companies. They believe, however, that there is much which employee 
representation can do which cannot be done by trade unions, and that there 
are special industries and organizations in which employee representation 
has special advantages. 

The labor unions grew up through conflict. They were based upon the 
antagonism of interest of employers and employees in the early days of the 
industrial revolution. Employee representation, on the other hand, began in 
the early years of this century from a realization of the community of in- 
terest of capital and labor, and had a very rapid growth during the late war 
because of the pressing need for cooperation in the production of supplies. 
It originated as a part of the development of modern management, from the 
realization that mutual understanding and cooperation between management 
and men were necessary for sound and efficient operation: that there could 
not be a proper and effective organization unless its men felt that they were 
being fairly and justly treated and had proper opportunity for their com- 
plaints and advice to be heard. 

I should like to sketch what seems to me to be the essence of employee 
representation. It involves the essential problem of management operation. 
The most difficult part of management’s operating problem is that of com- 
munication. To make sound plans it must know the detailed facts out on 
the firing line. To get policies carried into effective execution it must get 
an understanding of those policies into the minds of the men on the farthest 
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scene of action. How can that two-way line of communication be established 
and maintained? It must be done through men, just human beings, inter- 
mediate line executives from the department head down through the last 
supervisor or straw boss. It is like trying to carry an electric current from 
a central station to a remote point. To do this they install along the line 
what they call boosters, which step up and prevent diminution of the current. 
The boosters in the two-way circuit of management are the intermediate 
executives. They are men, and being human, we know that some of them 
are poorer boosters than others; that, in fact, some of them are bound to 
be insulators. 

Now you cannot have a by-pass within that conventional line of com- 
munication. If the President by-passed the department head and went down 
inside the department and gave orders, there would be demoralization. Like- 
wise if every employee could come running up to the department head com- 
plaining about the foreman or giving advice on how to run the business 
there would be demoralization. Organization form must be adhered to. But 
what are we to do about those insulators? Shall an intermediate supervisor 
be permitted to thwart an enlightened policy through his own stupidity or 
tyranny? Shall he be permitted to hide unsound conditions in his de- 
partment ? 

Employee representation began as an attempt to solve this problem. 
It was created as an official by-pass of the conventional communication sys- 
tem. Every executive knows it is there. It is not a furtive line of com- 
munication; it is open, above-board, as much a part of organization set-up 
as the line of authority through executives. No intermediate executive can 
complain of being superseded or undermined, because the employee repre- 
sentation plan is as official as his own authority. 

Any company, therefore, which thinks an employee representation plan 
in and of itself will solve its labor problems or thwart unionization misses 
the essence of the idea and is doomed to disappointment. Employee repre- 
sentation is an instrument, an instrument for communication and conference, 
and if it is not used properly it will not work. Of what use is a conference 
if you do not confer? Of what use is an instrument of communication if 
you have nothing worthy to communicate? No employee representation plan 
can be any better than the ideals and sincerity of purpose of those who use it. 

It is, therefore, unrealistic and unjust to put employee representation 
plans all into one category and either condemn or praise them as an entity. 
Neither an employee representation plan nor a union can be a substitute 
for sound, enlightened management, nor for interested, fair and cooperative 
employees. Wages and hours may be bargained and fought for and settled, 
because they are things which can be determined by mere mathematics. 
But the things of the spirit cannot be achieved in that mechanical way. 

The unions stress wages and hours. Employee representation plans 
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deal with those subjects too, but the record of any good representation plan 
shows that wages and hours are but a small part of the problem. The great 
bulk of the matters handled in the conferences under good employee repre- 
sentation plans relate to such matters as working conditions, both physica! 
and psychological, vacations, pensions, insurance, recreation, operating 
methods, company policy, and cooperative effort toward achieving a happier 
and better institution. Granted that a man has the highest pay and the 
shortest hours which it is possible to achieve, still the so-called labor problem 
is far from solved. Time and again in history it has been demonstrated 
that man will give up not only money, but life itself, for the maintenance of 
his self-respect, the vindication of his ego. 

I believe in the employee representation idea because it is an instrument 
for dealing not only with mechanical things, but also with all of the intangibles 
which are involved in the delicate human relationships of a body of men 
engaged in a common enterprise. I believe in its essence because it is an 
approach to those delicate problems through conference rather than through 
conflict. 

The unions have no good reason to fear or hate employee representation 
as such. If any particular representation plan is not good, it will not prevent 
unionization. If, on the other hand, the particular plan is an instrument 
of a sincere and vibrant purpose, then the results achieved may prove a 
barrier to the conventional union, but that will not be because of the plan 
itself but because of the spirit of the management and employees who op- 
erate the plan. 

I concede the contributions of unionism, but I insist that the finest 
spiritual contribution which has been made to the labor problem in this 
century has been the essential idea of employee representation, and that both 
union leaders and business managers have much to learn from that idea. 

I should like to explain the Sohio Council, our own particular repre- 
sentation plan. 

First of all, I think it was inaugurated in the right manner, We spent 
a year and a half in its development before it was inaugurated. We con- 
sulted experts, we had studies and analyses made of countless other plans 
and their operation. We undertook to digest the best from all of them. 
Before the matter was broached to employees generally, we called in our 
key executives, some forty or fifty, and discussed it with them. Unless the 
idea was sold to them it could never work, no matter how much the non- 
supervisory employees and board of directors might want it. Naturally, 
those executives were luke-warm or hostile at the first conference. Put 
yourself in their place. The plan puts them on a hot spot; it puts to the 
test their depth of character, their breadth of vision, and their tact. It 
affords an official forum for criticism of themselves and their subordinate 
executives. It forces them so to act as to be able to justify what they 
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do. That conference adjourned and we were not satisfied. We could not 
afford mere lip service. About two months later another conference was 
held with long and careful discussion. We were given an affirmative answer 
that was no mere lip service. 

Finally, we called for a vote for constitutional delegates by the non- 
supervisory employees in every department, the vote for delegates to indicate 
a desire for consideration of such a plan. ‘To the constitutional delegates 
were given the results of our months of research, with instructions to draw 
any kind of plan they deemed best. To the high credit of those delegates 
be it said that they made contributions which were distinct improvements, 
things which even our experts conceded later were distinct additions to the 
general subject of employee representation. 

After the preliminary draft of the constitution was completed the dele- 
gates adjourned for ten days to confer with their constituents and think the 
whole matter over. Upon reconvening the convention made a few minor 
changes and then voted to submit the constitution in such final form. 

I do not think we can over-emphasize the importance of those prelimi- 
nary steps. First of all the management must come to understand and 
believe in the central idea. Then the non-supervisory employees should have 
the freest hand in formulating the plan but should be given the benefit 
of all possible knowledge of the subject. And in these preliminary stages, 
and ever after, must be preached and practiced the essential spirit which 
must lie behind the plan. 

One of the most important, indeed, the most important feature of our 
constitution is that it provides for a unit council in every department, and 
for a General Council which consists of delegates from the unit councils. 
In many companies there are only unit councils in the manufacturing plants. 
That conceives of the plan as merely a labor plan. There is just as much 
reason, just as much need for councils in accounting, service station, and 
bulk station departments of our company, if we conceive of this plan as 
an organism for the cooperation of the people of this company, the lodge 
organization, so to speak, for the fraternal spirit which, we believe, exists 
among us Standard Oil men. And how can there be a coordination of the 
plan, how can there be a court of appeal and adviser for the unit councils, 
if there is not a central body, a general council such as our constitution pro- 
vides? So many of our problems, yes, most of our problems, are company- 
wide. I do not know what we would do without our General Council. Most 
of its work is considering recommendations from the unit councils, some of 
which are conflicting. The General Council has turned down some of these 
recommendations; other times it has compromised between conflicting re- 
quests. And, best of all, it has considered company-wide problems. 

The plan has operated in a two-way manner. It has not merely fur- 
nished a vehicle for complaints. For example, you may think a change of 
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some sort would be desirable to the great majority of the folks. How do 
you know? We submit it to the General Council or to a joint meeting of 
the unit councils for the departments affected. Invariably they make im- 
provements in the suggestion. Why? Because they know actual conditions 
better than any one else. When the idea passes through the council you may 
be pretty sure that it is sound. 

If employee representation is to be a channel of communication through- 
out the whole organization it is absolutely essential that there be a general 
council representing unit councils in every department. 

One of the most common criticisms of representation plans is that the 
employee representatives, being employees, are not free to express themselves, 
but are under coercion from the management representatives with whom they 
sit in council, That is the most ridiculous criticism of all. It makes anyone 
laugh who has ever observed the operation of any successful plan. If an 
elected representative wanted to assure himself of a life job with the company 
all he would need to do would be to get tough, to be a wild-eyed sea-lawyer, 
a heckler, a bolshevik. Some such representatives have achieved almost a 
national reputation in labor circles. The company would be afraid to dis- 
charge such a man, even for cause, lest the representation plan would be 
impaired by the charge that he had been discharged because of his inde- 
pendence as a representative. Elected representatives, generally, are fearless 
and independent. I think anyone who has observed would tell you that the 
elected representatives in our Sohio Council are firm, strong and fearless. 
They will fight just as hard as any walking delegate. The difference is that 
they know the business and know what is reasonable and practicable, and 
what is not. Best of all, they are men of high character and sincere purpose, 
and if we can all measure up to that standard, problems will be decided on 
their merits through calm and fair discussion. So long as we all sincerely 
strive to be fair and just we are assured of a successful Sohio Council. 
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Personnel Aspects of the Tennessee Valley 
Authority* 


By L. J. O’Rourke, 
Director of Research in Personnel Administration 
United States Civil Service Commission 


N ORDER to understand the personnel program of the Tennessee Valley 

Authority, it is necessary to understand something about the general scope 
of the entire Tennessee Valley Authority program. As Dr. Morgan has 
pointed out, the problem is not merely one of building a dam, but is one 
of contributing something to the life of an entire community. He says: 


“The Tennessee Valley Authority is not primarily a dam building job, a fertilizer 
job, or a power transmission job. When I first went to see President Roosevelt, he 
talked about an hour about the Tennessee Valley Authority, and there was scarcely a 
mention of power or fertilizer. He talked chiefly about a designed and planned social 
and economic order. That was what was first in his mind. At the time, I did not realize 
how far flung his ideas were, because his Recovery Program had not been fully revealed. 
The country as a whole didn’t realize how great a change in private and national life 
was to be made.” 


There are many phases of the Tennessee Valley Authority program, 
all of which are intended to contribute toward the “designed and planned 
social and economic order” of which Dr. Morgan speaks. One is the genera- 
tion of electric power and its distribution to communities that need it; 
another is the production of cheap fertilizer; another is the development 
of methods for the prevention of soil erosion; another is the promotion of 
good forestry methods; another is the encouragement of cooperative produc- 
tion and marketing in agriculture and small industries. Still another is 
the training of the workers who take part in the construction projects of 
the Authority. Of this phase of the program, Dr. Morgan says: 


“In the building of the Cove Creek Dam, which is the first large construction job, 
the plan is to select intelligent and teachable young men from rural communities and 
to combine work with a training program. In this way twice as many workers can 
be taken off the unemployment lists. While half of them are working on a short week, 
the other half will receive training in hygiene and sanitation, in home management, 
and in some skilled calling they can use later. After three or four years spent in 
building this great dam, these young men and their wives should be far better adapted 
to a new order.” 


The training received by the members of this community will enable 





* Presented at the Twelfth Annual Conference of the Personnel Research Federation, held in 
New York, Nov. 16 and 17, 1933. 
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them upon their return to their own farms or mountain communities to 
utilize and care for their own machinery and to improve their homes in 
a way not otherwise possible. 

It is the present plan, I believe, to have the men work on the dam, 
operating equipment, building concrete forms, etc., for 514 hours each day; 
they will then have an opportunity to participate voluntarily for two hours, 
more or less, each day, in a training program. Several shops will be set up 
and in them will be done the servicing and repairing of the tools and equip- 
ment used in building the dam. In these shops will be supervisors whose 
instruction and supervision will be part of the training program. Not only 
will such training be of future value to the workers, but it will also result in 
more efficient work at the dam. 

The first unit of the planned and designed social and economic order 
is the town-building project now under way at Norris Dam. There will be 
housed in this town about 250 families, each of which will have its house, 
and a plot of ground of from two to five acres, which will be large enough 
to permit each family to grow enough vegetables, primarily for its own 
subsistence. 

An agricultural program being worked out in connection with these 
small subsistence units will include a model farm with dairy, poultry, truck 
garden, etc., to demonstrate modern simple methods of farm planning, culti- 
vation, crop rotation, etc. There will be a self-supporting dairy center which 
will demonstrate efficient dairying methods on a small scale, suitable for 
adaptation to small farms. This produce will be marketed through a co- 
operative, of which the farm will be a part. 

There will be a recreation program for this community. This will be 
partially self-supporting and will be carried on through the medium of a 
community center. 

After the general program, as outlined above, had been determined, 
the problem of selection of employees entered the picture. At this point, 
the Tennessee Valley Authority personnel officials had a conference, at 
which I was present as consultant, to determine upon selection procedure. 
It was decided to use the civil service examination procedure for the selec- 
tion of stenographers, clerks, and other office employees. The preliminary 
clerical force in Washington was recruited mainly from among those who 
had taken civil service examinations. To meet emergency needs in the Valley, 
however, many of those selected for the headquarters office in Knoxville 
were selected through interview alone. However, a comparison of the work 
of the two groups has shown that the majority of those selected with exami- 
nations are more satisfactory than those not so selected. Many who do not 
have examination records are therefore now being required to pass the 
regular examination and all further appointments will be made through 
examination. 
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In the selection of engineers, each applicant was required to present his 
experience and qualifications in a way similar to that regularly required of 
civil service applicants for nonassembled examinations. A group of experi- 
enced civil service examiners was assigned to assist the Authority officials 
in the task of rating these applications. 

The next problem was that of selecting, from more than 50,000 appli- 
cants, several thousands of laborers and mechanics. Not one tenth of the 
men available can be utilized in the project, but it is the Authority’s desire 
that all be given equal consideration for employment in this Government 
project. 

In order that those selected should be the ones who would best fit into 
the program which Dr. Morgan had in mind, as well as derive most personal 
benefit, it was necessary that several factors be considered. 

1. The service they were to render in the construction of the dam. 

2. Their ability to profit by the proposed training, whether mechanical 
or otherwise. 

3. Their ability to fit into the life of the planned communities in which 
they were to live. 

4. Their economic needs, past experience, background, and training, 

Just as the Authority’s engineers, before beginning actual construction 
of the dam, must do a great deal of preliminary survey work, sinking shafts 
to determine and take account of any cavities or unknown types of rock 
which may occur at the site of the dam, so the personnel department must 
carefully survey the personnel possibilities, using the best methods for select- 
ing those fitted for the work in prospect. 

Hiring might have been done through a regular old-style employment 
office, taking the first ones that showed up at the gate. The alternative was 
to demand basic standards to insure that the men would have capacity to 
take an intelligent interest in the development of a planned social and economic 
community, as well as profit from the point of view of both wages and 
training in the program outlined. 

As a first step, the tests are being used as a sifter—as an aid in selection. 

As important as the original selection is the consideration of which men 
to assign to which types of training. Obviously, the man whose interest and 
experience in mechanical things places him among the top one per cent 
of those competing, as indicated by the fact that he answers 350 of 400 
questions correctly, will be more likely to profit by instruction and training 
in mechanical work such as that to be given in one phase of the training 
program than would a man who is among the lowest one per cent in interest 
in mechanical things, as indicated by the fact that he was able to answer 
only 12 or 15 of the questions correctly. 

The information concerning the scores on the different types of tests 
is available to the Authority in making selection of men and assigning them 
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to training consistent with their abilities and interests. 

In order to give those who had less education and were not accustomed 
to written examinations an opportunity to compete in the examination, two 
non-language tests were included in the examination. Samples of these 
tests were sent to all who applied, in order that they would not be required 
to do any reading in the examination insofar as these tests were concerned, 
and in order that they might secure whatever assistance was necessary to 
understand what was to be done and how it was to be done, in advance. 

The second part of the examination was designed to measure interest in 
and aptitude for work of a mechanical nature. Here again samples of 
exactly what was to be done were sent to all applicants. 

The third part of the examination was a general test used by the Civil 
Service Commission in the selection of laborers for the Post Office De- 
partment. 

The non-language and mechanical aptitude tests were developed in 1919 
for the selection of men for training in mechanical lines, with the coopera- 
tion of the Western Electric Company of Chicago, the General Electric of 
Ft. Wayne, Indiana, and other industrial firms. The tests were tried out 
over a number of years. The trial consisted of giving the test to unskilled 
men who were being trained in mechanical lines, and by comparing the test 
scores with the relative success or failure of these men. 

The tests were also used by the Government in the selection of illiterate 
men for training in elementary educational courses embracing reading and 
writing, in the educational work conducted under the War Plans Division 
at Camp Grant and elsewhere throughout the country. Likewise they were 
used in the selection from unskilled men of men for training in the various 
mechanical trades. 

It may be interesting to note that in the General Electric Company of 
Ft. Wayne, Indiana, the relationship between test scores and the success of 
the men on the job was compared at the end of the first year, again at the 
end of the second year, and again at the end of the third year. Each year, 
the reports of the supervisors tended to become closer to the original pre- 
dictions of the'tests. That is to say, the first year the correlation with the 
test was .4; the second year, .5; the third year, .6, showing that the test 
scores were better indications of the success of the individuals than were 
the opinions of the foremen themselves after a six months’ acquaintance 
with the men. The instructors judgment at the end of three years became 
more in line with the original prediction of the test than with their own 
prediction when the men were hired. 

During the past eight years, the first two tests have been used, together 
with a test similar to the third, but more difficult, in the selection of all 
recruits for the Navy, and in the selection from the accepted recruits, of 
men for training in mechanical trades. Of the Navy apprentices whose 
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ratings were among the top 25 per cent on those tests, all successfully quali- 
fied as apprentices—none failed to qualify in this work; of those making 
an average score—comparable to 50 on a 100 point scale—g3 per cent 
successfully qualified as apprentices; of those who made scores below this 
point, 42 per cent failed, indicating that the chances are almost fifty-fifty 
that the man who receives a score below that point will fail to be rated 
satisfactory as an apprentice. 

Interesting results have been found through the use of the non-language 
test alone in the selection of men from the unskilled group. Such pro- 
cedures are not unique in this country. As early as 1923 the unskilled men 
in Germany were required to pass a somewhat similar battery of non-lan- 
guage, mechanical aptitude tests, in order to be admitted as apprentices in 
the metal trades. This testing program was set up jointly by the metal 
trades unions, the management, and the State. Those interested may find 
more detailed accounts of the German procedure in an article written by Dr. 
Morris Viteles in the American Annals of Political Science for Novem- 
ber, 1923. 

The Scovill Manufacturing Company selects its apprentices through 
the use of a similar battery of tests. They now have nine thousand records 
on male employees in forty different occupational groups, including common 
laborers, apprentices, etc. 

The Minnesota Employment Institute reports that they have used a 
similar battery of tests in the selection of laborers, apprentices, and others. 

Records of the Tennessee Valley Authority examinations will be put 
on Hollerith cards and will form the basis for further objective study of 
the competitors selected. 

The staff of the Tennessee Valley Authority report that the laborers 
selected by this method are proving to be exceptionally intelligent, interested 
and cooperative, and eager to take part in the training program. 
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Medical Care in the Worker’s Budget * 


By C. Rurus Rorem 
Associate for Medical Services 
Julius Rosenwald Funa 


yee health of the worker is essential to his happiness, employment and 
productive efficiency. The medical services necessary to prevent and cure 

disease, therefore, are components in any reasonable standard of living and 

need to be included in the worker’s budget, along with other necessities. 

Medical or hospital care is not an ordinary economic commodity. From 
the economic point of view medical care has certain characteristics which 
place it in a class by itself. It must be contrasted with food, shelter, cloth- 
ing, cosmetics, radios, movies, or education. 

In the first place, medical or hospital care is regarded as a social service, 
which everyone should receive, regardless of his ability to pay or the amount 
of service required. This means that the burden of serving people of limited 
means must often be borne by others than the patients, who may be volun- 
tary contributors, taxpayers, or medical practitioners. 

In the second place, the need for medical or hospital care is compulsory, 
at the risk of permanent illness or disability, or perhaps death. Moreover, 
this need may be attended by conditions which, of themselves, lower the 
buyer’s ability to pay, such as absence from gainful employment, or expendi- 
tures for adjustment of home conditions during illness. The “dealer” in 
ordinary goods delivers his product at the buyer’s request or with his per- 
mission. The “dealer” in sickness proceeds against the buyer’s protest and 
without his permission. 

In the third place, the need for medical or hospital care is unpredictable 
both as to time and cost. No one can tell when he is going to be sick or 
what his sickness will cost him. Most expenses can be definitely budgeted 
by an individual or family. If the price of a radio or article of furniture 
is beyond the prospective buyer’s ability to pay—or to receive credit—the 
purchase is postponed or stricken from the family budget. Cosmetics, sweets 
and tobacco are purchasable in small regular payments of reasonably pre- 
dictable amounts. Medical care, however, is required irregularly, occasionally 
in large amounts, and in widely varying amounts by different people. 


*This paper was presented at the monthly meeting of the Industrial Relations Association of 
Chicago, Jan. 8, 1934 
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In the fourth place, the purchaser of medical or hospital care is not a 
competent judge of his own need. The buyer of an omelet, a first mortgage 
bond, or a theatre ticket has some reasonable basis for judging his purchase. 
But in medical care, the buyer must rely upon the seller for a description 
of his need, and a suggestion as to service required. This reliance upon the 
practitioner is necessary to the best medical care. Strictly speaking, a patient 
should not even attempt to choose his practitioner, but should rely upon a 
physician to select the person best qualified to perform the necessary pro- 
fessional services. 

In the fifth place, medical or hospital care is a personal service, with no 
exchange value. Only the patient himself can receive the medical care he 
needs. A business man may use a personal representative in the purchase 
of his merchandise, but not in the treatment of his indigestion. Medical 
services, of themselves, have no exchange value. A basket of fruit, a title 
to real estate, or an automobile can often be sold or used as the basis of 
credit. But no one can capitalize his surgical operation, unless he writes for 
the magazines. Medical care may, of course, restore earning power or 
prevent its loss. It may even create or preserve a physical condition which 
leads to incomes far greater than the costs of the medical services. But 
the medical care is a personal service, is non-transferable, and has no inde- 
pendent economic value. 


Need for Medical Care 


The average amount of sickness, as measured by recorded illnesses, 
is about the same in all communities and among all economic groups. But 
the average amount of medical care received tends to increase with the 
average family income, regardless of size of family or amount of sickness. 
People of ample means receive more than twice as many visits from physi- 
cians as do those with limited means, even when “free clinic” visits are in- 
cluded. One person in four saw a dentist in 1929, but the ratio was one in 
eight for people of limited means, and three out of five for people classed 
as well-to-do. 

Six per cent of the population was hospitalized for acute illnesses in 
1929 or 1930, but the average was lower for people with $100 per month 
family incomes, and nearly 10 per cent for those with ample means. These 
averages, it should be observed. include the figures for city and county 
hospitals. ; 

Many physicians, dentists, and nurses are idle during large portions of 
their time, yet only half of the people consult a physician during a twelve- 
month period and only one person in four receives a dental examination or 
treatment. The beds of non-government general hospitals are used to scarcely 
half their capacity, whereas city and county institutions have waiting lists 
for admissions. 
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Costs of ‘Medical Care 


The total annual costs of medical care in the United States for 1929 
were approximately three and a half billion dollars, or about four per cent 
of the estimated national income. This figure does not appear excessive, 
in view of the fact that the expenditures for tobacco are a billion and a half 
dollars, for toilet articles $500,000,000 and for moving pictures a billion 
and a quarter. 

Physicians are not overpaid. Even in the year 1929, one third of the 
doctors of medicine in practice received cash net incomes of $2,500 per 
year or less, and half of them were required to support a family upon less 
than $4,000. Certainly no one can say that the average incomes of physicians 
are too high, when he considers that the life and health of the nation must 
be placed in the hands of these great servants of humanity. 

Out of the public’s payment for medical care, the physician receives 
less than one third of the total amount. Next in line is the hospital with 
one fourth of the total. Smaller payments are made to dentists and nurses. 
The people of the United States spend on the average as much for medicines 
as they do for dentistry and private duty nursing combined. The money spent 
for patent medicine alone amounted in 1929 to $360,000,000, or $3.00 for 
every man, woman, and child in the United States. By patent medicine I 
mean secret formula products for self-medication. In other words, when 
the patient buys a patent medicine, he buys a commodity of which he has 
no knowledge for a disease concerning which he has no knowledge—an un- 
known remedy for an unknown ailment. If the money spent for patent 
medicines in 1929 were evenly distributed among the practicing physicians of 
the country it would have increased each doctor’s income by $3,000. There 
is no complaint among the general public against the costs of patent medicines 
because they can be purchased on a voluntary basis and in small amounts at 
the convenience of the patient. If physicians’ services and hospital bills 
could be paid in the same manner, complaint against them would disappear. 

There is a widespread, though incorrect, opinion among many people 
that hospital costs are unnecessarily high. Such is not the case. The hos- 
pitals of the United States are as carefully administered and in many respects 
more efficiently managed than private business enterprises. But hospital 
care costs money and the public, which has built the hospitals and maintains 
them for the care of acute illness, must in the last analysis pay the cost of 
the services required by the people. A hospitalized illness always involves 
a relatively large expenditure because of the other costs for professional 
attendance by physicians and nurses and because it comes at the end of a 
series of other expenses. It, therefore, seems doubly large to the family 
of limited means which may have exhausted its resources in an attempt to 
check the course of the disease. 
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Uneven Burden of Medical Care 


A year ago a national committee, composed of fifty representative 
physicians, dentists, nurses, hospital administrators, public health officials, 
economists, industrialists, and merchants completed a five-year program of 
research of medical care. This Committee came to the conclusion that the 
total cost of medical care was not too large for the people of the United 
States to bear. The difficulty in distributing and paying for medical care 
results from the uneven distribution of sickness and the cost of medical 
services which were required. Because of the unpredictability of the time 
and amount of sickness cost, medical care has not found place in the family 
budget of the person of moderate means. 

If the nation’s medical bill were equally distributed among the people 
of this country, the average direct family expenditure would be about $25 
per person. But the burdens of medical costs are not evenly distributed 
among families, even those of the same average incomes. Most families 
bear small expenses, some incur obligations which strain the family budget, 
and others are loaded with costs which spell financial ruin if the family is 
not aided through taxation or philanthropy. In any group, statistics show 
that 10 per cent of the families pay approximately half the medical bills. 
It is the uncertainty as to whether the family is going to be among the 10 
per cent or the 90 per cent which makes sickness an economic hazard, which 
can only be removed by the opportunity to make regular subscriptions or pay- 
ments for medical care, thus placing it in the family budget along with food, 
clothing, and shelter, cosmetics, sweets, chewing gum, tobacco, and enter- 
tainment. If medical care could be budgeted in small amounts and by regular 
payments, large numbers of people who now resort to the county hospital 
or fail to pay their physicians would become self-supporting for medical care. 


Group Budgeting of Medical Services 


The economic hazard of sickness can be removed from the individual 
or his family only through group action; in other words, group budgeting 
is necessary if the worker is to place medical services in his family budget 
along with other necessities. 

This principle has been recognized and put into practice by employees 
in many lines of industry throughout the United States. For some years 
it has been customary for “company doctors” to be attached to the groups 
of employees working in mines, lumber camps or railroads. During the time 
when the doctor’s services constituted the larger proportion of the cost of 
medical care, this arrangement proved satisfactory. 

In establishments where the number of employees is too small for a sep- 
arate group budgeting scheme, employees of similar occupations utilize their 
union or benefit associations to arrange for the group purchase of medical 
care. Usually the composition of the group has been limited to members in 
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the same geographical area. In some metropolitan areas racial units have 
also served as the basis for group budgeting, medical benefits being provided 
through the local branches of the national group or of the fraternal order. 

In some instances, medical care for the group of workers is financed en- 
tirely by the employer with all payments being made from the Company 
treasury. Arrangements of this kind are in effect with the Endicott-Johnson 
Shoe Company, Binghampton, New York and the Homestake Mining Com- 
pany at Lead, South Dakota. Many similar organizations exist throughout 
the United States. 

In contrast to the financing of the service through the company treasury, 
many plans are supported primarily through fixed periodic payments by 
groups of individuals or employees. The employer may supplement the 
employees’ contributions by various indirect benefits such as providing free 
use of building, paying part or all the salaries of the medical staff or pro- 
curing medical supplies and equipment for the group at exceedingly low 
prices. The essence of the group budgeting plan, however, is a contribu- 
tion of funds by the potential beneficiary, the wage-earner or his family, who 
pays a fixed amount periodically. The contribution may be made at different 
time intervals. For example, the textile mill employees in Roanoke Rapids 
pay 25 cents weekly. The members of the Electric Railway Employees’ 
Benefit Association in Dallas, Texas, pay $1.00 monthly and the subscribers 
to a plan in Little Rock, Arkansas, pay quarterly amounts of $7.50 per person. 

The amount of the periodic contribution is influenced by scope of the 
medical services offered, by the inclusion or exclusion of family members and 
by the prevailing fees for medical services in the respective communities. 
For example, one general plan involves a monthly contribution of $1.00 for 
the services of medical practitioners and the use of their equipment only; 
in another case, $2.00 covers complete medical and hospital care to the family 
—with an additional $2.00 charge for each family member; in a third case, 
a $2.00 monthly payment provides complete medical and hospital care for 
the employees, but the care of physicians only for family members; in one 
other instance, $3.00 per month is charged each employee, whether single or 
married, for medical and hospital care for himself and his dependents. 


Group Hospitalization 


I wish to speak particularly of a rapidly developing plan of budgeting 
one phase of sickness costs, namely hospital bills. As we all know, the 
hospital bill is particularly hard to pay. Hospitals do not charge too much 
for their services ; in fact, the board and room services in a hospital are lower 
than in a hotel. But hospital care requires absence from work or unexpected 
disruption of the household routine. Moreover, the unexpected hospital bilt 
is accompanied by costs of other professional services, and may come at the 
end of a period of treatment which may have exhausted the family resources. 
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In other words, the hosptial bill is often the “last straw” in a load of financial 
burdens. For this reason many otherwise self-supporting people are forced 
to seek care in a tax-supported hospital at the time of a severe illness. 

The plans for budgeting hospital service are known as “group hospital- 
ization,” and they apply to hospital bills only. They do not interfere with 
the services of the family doctor for simple illnesses, and they leave the 
subscriber free to choose his own physician or surgeon in case of injury 
or severe illness requiring hospital care. Subscribers to such plans usually 
are groups of persons rather than separate individuals. The groups may 
include the employees and families of a business firm or government depart- 
ment, or the members of a women’s club, professional association, labor union, 
trade association, or civic organization. 

The plan was first tried out by 1,500 school teachers in Dallas who 
subscribed for hospital service in one of the local institutions. Later, other 
groups asked for the privilege and arrangements were made. Each member 
pays regular monthly subscriptions which guarantee a certain amount of hos- 
pital care in case of necessity—usually a maximum of 21 days in one year. 

A comprehensive plan of group hospitalization has been established by 
the 15,000 employees of the Goodyear Tire and Rubber Company. In other 
places, subscribers are enrolled from the general public. The cities in which 
group hospitalization plans have been organized by members of the public 
include Rockford, Illinois ; Grinnell, lowa; St. Paul, Minnesota; Sacramento, 
California; Dallas, Houston and San Antonio, Texas; New Orleans, Louisi- 
ana; Memphis, Tennessee ; Charleston, West Virginia; Raleigh, North Caro- 
lina; Newark, New Jersey and Brattleboro, Vermont. 

The annual cost of membership in the group hospitalization plans ranges 
from $5.00 to $12 per year per subscriber depending on the kind of room 
accommodations received, the types of sickness covered and the scope of 
services offered. Each subscriber pays the stated amount monthly into a 
central fund which is used to pay hospital bills according to the needs of 
individuals requiring hospital care. 

A subscriber may be admitted to any of the hospitals when necessary, 
but only under the care of a private physician selected by himself. The 
subscriber must pay his own physician’s fee, but he may receive without 
charge as much as 21 days’ free care in the hospital, including the use of 
a semi-private room, nursing service, meals, the operating room, x-ray 
services and laboratories. The hospital bill is paid from the central fund, 
which is administered by a non-profit corporation, with its own personnel 
for keeping records and explaining details to prospective subscribers. 

If the subscriber is an employed person or family bread-winner, he, of 
course, incurs a double expense in case of hospitalization, for he both loses his 
income and must pay the costs of hospital care. For this reason all the plans 
emphasize the enrollment of the wage-earner. But it is important that the wife 
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and family also enjoy protection against hospital costs. Several plans, there- 
fore, have been established with special subscription rates for women and 
children. Others provide substantial discounts or designated hospital serv- 
ices to family members and dependents. A number of the plans include 
maternity hospital service at greatly reduced rates to employed married 
women or to the wives of employees. 

In case a person who is not a member of an employed group wishes to 
join a group hospitalization plan, he or she may be permitted to share in the 
benefits by enrolling several other subscribers who make payments through 
him to the central fund. Small groups of this kind are usually required to 
make quarterly or semi-annual payments. A group of 20 professional men in 
Newark who belong to the same social club now include the group hospital- 
ization payments in their annual dues. 

In Chicago, as in other cities, nearly one-third of all the persons hos- 
pitalized are admitted as “free cases” to the County Hospital and treated at 
the expense of the taxpayers and by doctors serving without pay. Many heads 
of families, even though employed regularly, would be unable at the time of 
severe unexpected illness to pay a hospital bill, They would be able, however, 
to subscribe small amounts per month if assured care in non-government hos- 
pitals of their choice where they can be attended by physicians of their choice. 

The principle of group hospitalization has been officially endorsed by the 
national organization of hospitals in the United States, the American Hos- 
pital Association, which has recommended that member institutions cooperate 
with responsible groups of the general public who wish to apply group budget- 
ing to hospital bills. The American Hospital Association has established cer- 
tain standards which group hospitalization should meet before being partici- 
pated in by hospitals belonging to the Association. These standards should be 
considered by any group of families interested in group budgeting. The group 
budgeting plans should be established for the benefit of the subscribers and 
their families, not for certain hospitals or promoters. The sponsorship should 
be on a non-profit basis, and should not interfere with the subscriber’s choice 
of physician or hospital at the time of illness. The plan should meet the legal 
requirements of the states in which organized and be economically sound and 
efficiently managed. 

The Julius Rosenwald Fund, through the division of medical services, 
makes available to interested persons—lay or professional—information con- 
cerning recent trends in the provision of, and the payment for, medical care. 
Such information may be secured by addressing the Julius Rosenwald Fund, 
Chicago, Illinois. This organization offers no medical services, owns no hos- 
pitals, manufactures no supplies, conducts no clinic. Its sole interest is in en- 
abling the people of the United States to receive the benefits of the medical 
services which a well-trained medical profession, dental profession and nur- 
sing profession, and well-equipped hospitals are able to render. 














Wm. Wrigley Jr. Company’s Employment 
Assurance Plan 


A‘ THEIR annual meeting in 1934, the stockholders of the Wm. Wrigley 

Jr. Company authorized an appropriation as a part of surplus the 
amount necessary, up to $1,000,000, so that the Company might put into 
effect certain policies for the benefit of its employees. 

The Company desired to give the employee a contract of employment, 
covering a definite period, which will remain in operation from year to year 
unless terminated by either the employee or Company. During this period, 
when operation is full, the employee will be assured of employment if he 
renders proper service ; when the operation of the Company’s business slack- 
ens so that lay-offs are necessary, he will be assured of reasonable unem- 
ployment compensation for a period of from sixteen to twenty-eight weeks, 
depending on his length of service. 

In brief the Plan is as follows, and Wm. Wrigley Jr. Company wants 
to stress the point that it is a plan for “EMPLOYMENT ASSURANCE” 
and not “Unemployment Insurance.” It provides that any steady employee, 
who has been with the Company for six months or more, will receive a 
contract for employment at an agreed-upon wage for one year. If for 
any cause lay-offs should be necessary the Company may lay him off, but, 
if it does so, agrees to pay to the employee a percentage of his best base 
pay for a given period of time. Both the percentage and length of time 
are on a sliding scale with the people receiving the lowest pay getting the 
highest percentage, on the theory that the smaller the pay the less oppor- 
tunity the individual has to lay anything aside for a rainy day. 

The Plan ranges from 80 per cent on the lowest salaries down to 60 
and 40 per cent, etc., and includes all steady employees getting $6,000 a 
year and less. The number of weeks that such pay will continue depends 
upon the length of service. Anyone who has been with the Company more 
than six months and less than two years, for instance, will be paid lay-off 
pay up to 16 weeks; from 2 to 5 years—up to 20 weeks; from 5 to 10 years 
—up to 24 weeks, and over ten years—up to 28 weeks. 

This assures an employee a definite income for a definite period of 
time, regardless of conditions beyond his control. It is a backlog for him 
just as the surplus of the Company is a backlog for the stockholder, assur- 
ing him of some dividend even though the Company is temporarily shut- 
down and not earning it. As the surplus of the Company is the backlog 
for the stockholder it seemed right that the stockholders share some of this 
assurance with the employees for their backlog. The stockholders, therefore, 
voted at the Annual Meeting on March 27, 1934, to set aside in surplus 
up to $1,000,000, which could be used, if necessary, for lay-off pay to em- 
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ployees. This million dollar fund is the assurance to the employee that the 
Plan will be carried out. It gives him an interest in the resources and 
surplus of the Company that he has not had before. 

This amount of money could have been set aside in a bank, or insured 
in an insurance company, but the Wrigley organization does not believe this 
is the right idea, as it means the employee would have to look to some 
company other than his own for his security. 

It is the Wrigley Company’s idea that any company, which is in a posi- 
tion to do so, should assume the full and not only a part of the responsibility 
of taking care of the people within its own organization in slack as well as 
boom times. For instance, during a lay-off period while the employee is 
receiving lay-off pay from the Company he must not accept relief or com- 
pensation elsewhere. The Company believes that the rate of lay-off pay 
is high enough to take care of him. It wishes to prevent the cluttering 
up of public relief rolls or flooding the market with cheap labor. Otherwise, 
because of receiving partial compensation from one firm the employee could 
afford to work for another for less than standard pay. 

“This Plan may sound idealistic to some people,” says Philip K. 
Wrigley, President of the Wm. Wrigley Jr. Company, in a letter to the 
salesmen, “but we are firmly convinced that the Company as a whole will 
benefit by its adoption. The success of any concern depends entirely upon 
the productiveness of the people who do the actual work, and if they are 
free from worry and feel that the firm, of which they are a part, is whole- 
heartedly cooperating with them, we believe it is human nature for them to 
give their best in return. 

“If the matter of unemployment is to be made the subject of universal 
application by means of laws, then we believe in the American theory of 
individuality and that each industry or company should be allowed to make 
a plan which takes care of its particular type of business as long as it meets 
whatever general standards are required. Lacking an individual plan any 
legislation would, of course, have to require a blanket plan which might have 
to be adopted much the same as the Preside:t’s cade had to be adopted 
by those who were not ready or willing to work out an individual code.” 

The following is a specimen of the hourly contract issued to employees 
coming under this plan: 


Date 





EMPLOYMENT AGREEMENT 


We desire that as of this date your employment by us shall be upon the basis here- 
inafter set forth, and unless you promptly advise us that you do not wish to come 
under the provisions of this agreement, your continuance in our employ shall constitute 
the consideration for this agreement and your acceptance of it. 


(a) This contract shall be in effect for a period from the date hereof until 
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, and shall continue in effect for yearly periods from year to 
year thereafter, each such period to be known as the “contract period,” unless written 
notice of cancellation is given by one of us to the other, at least ten (10) days prior 
to the expiration date of each contract period. 





(b) You are employed by us and agree to give us services which are faithful, 
efficient, and satisfactory to us, during the period of this contract, in such capacity 
as we may reasonably require, at the compensation rate of not less than $.75 per hour 
for a standard week of not less than 35 hours, such compensation to be known as 
your “employment base rate”; but we shall have the right to suspend your employment, 
if conditions of our business or acts beyond our control require that we lay you off, 
provided that during such periods of suspension of your employment, to be known 
as “lay-off periods,” we will pay you unemployment compensation for such portion 
of any lay-off period and in such amounts and upon such conditions as are described 
on the reverse side hereof. During any lay-off period, you shall hold yourself ready 
to return to work subject to our call. 





(c) We reserve the right to discharge you at any time for your willful failure 
to obey any reasonable rule or regulation adopted and enforced by us, governing the 
management of the business of the Company, for your failure to give us the services 
above required, or for any misconduct which is customarily considered sufficient cause 
for discharge. In the event of discharge, you may appeal to the Vice-President in 
charge of your department, or to the President of the Company. Upon your discharge 
for cause or your leaving our employ, your rights to compensation or unemployment 
pay shall automatically cease and this contract may be cancelled by the Company. 


(d) This contract shall be subject to modification or cancellation by us in the event 
that we become subject to any lawful requirement, whether relating to the establish- 
ment of unemployment compensation or otherwise, not in harmony with this contract, 
or in the event that we shall be subject to any tax or any required payment under 
any law the purpose of which shall be to provide for unemployment compensation, 
either general or for our employees. 

Yours very truly, 


WM. WRIGLEY, JR. COMPANY 
By 





President. 


UNEMPLOYMENT PAY 


(1) The basis for determining unemployment pay will be your employment base 
rate in effect at the time of your lay-off. 


(2) Your unemployment pay for lay-off periods will be figured as follows for 
the length of time provided in paragraph (3): 


(a) Eighty per cent of your employment base rate, if your hourly rate is 
66 cents or less; 


(b) Sixty per cent of your employment base rate for so much of your hourly 
rate as is in excess of 66 cents and not more than 132 cents; 


(c) Forty per cent of your employment base rate for so much of your hourly 
rate as is in excess of 132 cents. 








PERSONNEL 


EXAMPLES 


If your hourly rate is 50c you will receive for each hour you are layed off: 
80% of 50c or 40c per hour. (Under (a) above.) 


If your hourly rate is 80c you will receive for each hour you are layed off: 
80% of $.66 which is $.528 (Under (a) above.) 
plus 60% of $.14 whichis $.084 (Under (b) above.) 
making a total of $.612 per hour. 


(3) The total time during which you shall receive unemployment pay, whether 
made up of a small number of hours each week or a large number of hours during a 


continuous lay-off period, varies depending upon the length of time you have worked 
for the company, as follows: 


(a) If you have been with us less than two years, 560 hours, which at your 
present work classification of 35 hours per week would be equivalent to a total 
of 16 weeks of continuous lay-off. 


(b) If you have been with us more than two years and less than five years, 
700 hours, which at your present work classification of 35 hours per week would 
be equivalent to a total of 20 weeks of continuous lay-off. 


(c) If you have been with us more than five years, and less than ten years, 
840 hours, which at your present work classification of 35 hours per week would 
be equivalent to a total of 24 weeks of continuous lay-off. 


(d) If you have been with us more than ten years, 980 hours, which at your 


present work classification of 35 hours per week would be equivalent to a total of 
28 weeks of continuous lay-off. 





Your unemployment pay protection in each yearly contract period is limited to 
the hours specified above. If your first contract period is for a fraction of a year, your 
protection shall be for the same fraction of the hours so specified. 


(4) You will not expect and will not receive unemployment pay for periods of 
sickness or accident, or if during lay-off period you get any public or private relief, 
however provided, or if you receive any pay for work elsewhere. 


(5) In the event that you assign, voluntarily ar involuntarily, any rights to the 
compensation provided under this contract, your right to unemployment pay shall 
terminate. 


Get Ready to Train 


By Harry H. Tukey 


antag wages, reduced working hours per week, and more men 

employed is the combination which industry is attempting to work out. 
Added to this is consumer resistance to price increase and therefore the 
seller’s desire to maintain profit by reducing cost rather than by forced 
price raising. This is not a new problem to industry, but the ways out of 
it are more complex because certain restrictions are now imposed or en- 
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countered which heretofore have not been in the picture, or if so in the 
past they have entered in lesser degree. 

During the past thirty years we have witnessed the changes from the 
twelve, to the ten, to the eight hour day; or from the 72, to the 60, to the 
48 hour week; and now to the 40, the 36, or even less hours per week. 
But with these earlier changes there was no limitation upon the introduction 
of machinery, and thus production increased in greater proportion than 
working time decreased. Nor did we meet with the restriction that price 
increase should not be in greater ratio than wage increase. In the present 
situation, however, both of these limitations appear and they complicate 
the problem. The elimination of wasteful production and distribution prac- 
tices which has been the enforced pastime in many of our leading companies 
during the past several years, is presumably so well done that it now offers 
little encouragement as a means to effect a solution. 

One logical approach to this four point combination of wages, hours, 
reemployment and consumer interest is to consider the possibilities of per- 
sonnel training. These operations have had the least of management’s 
consideration during the period of curtailment, thus they should offer the 
greatest opportunity for improvement as business expands. As any reasonable 
portion of ten million unemployed return to the employment office, more 
thought must be devoted to how they will be trained. And trained or 
re-trained they must be. 

They must be re-trained in their work, for many have not had work 
in their regular calling for years. Some of the younger ones have never 
worked under industrial conditions, they will have to learn the routine, 
discipline, and the customs of the industrial arrangement. If we are to 
have right attitudes toward work, if we expect a return of confidence and 
cooperation, then educational methods must be chosen which will assist to 
rehabilitate these attitudes. A psychology of fear arises from unemploy- 
ment which is not corrected by merely getting a job. To leave such recon- 
struction to the chance of “pick up” from whomsoever it may be obtained 
is no less mis-management than to permit production costs of any other nature 
to go unsupervised ; for the cost of education and training however gained, 
is inseparable from the cost of production. 

There is ample evidence that management’s active interest in employee 
training has been sidetracked. Collective bargaining, codes, matters of 
financial and political importance have been in the limelight. One company 
expanded one of its major departments from a total of 600 to 1,600 em- 
ployees in less than six months, It has no job training program which might 
have reduced deficiency payments among the added 1,000 employees. An- 
other company having over 8,000 employees is centering upon a four or 
five year plan for recruiting and training about fifty undergraduates to fill 
future executive positions. There is no plan for training the 8,000 or more 
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now employed. A prominent weekly magazine suggested in a recent editorial 
that “C.C.C., C.W.A., and T.V.A., should train replacements for industry, 
in view of shortages already noted in certain skilled crafts.” Male Help 
Wanted advertisements indicate a scouring of the market for skilled machin- 
ists, but we observe no reports of preparation to train to meet a possibly 
greater scarcity. 

A report published by Industrial Relations Section, Princeton Uni- 
versity, September, 1933—the latest of its kind available—and entitled 
“Company Retraining Programs,” makes the following comment: 


“Changes in wage rates, hours, and in methods of handling group relations have 
taken place with startling rapidity. A great number of less spectacular readjustments 
will be necessary, however, if the present momentum from depression to normal busi- 
ness is maintained. Among these is the task of effectively reabsorbing millions of idle 
workers into the daily routine of plant operations. The rebuilding of efficient organi- 
zations will require not only the rapid adjustment of new or former employees but, 
in some cases, the retraining of present employees to permit the rearrangement of duties 
made necessary under the maximum hours provisions now established.” 


3ut further on, after noting possible applications of retraining pro- 
grams to meet a diversity of personnel objectives and needs, the report adds: 


“Despite these indications of the increasing need for retraining programs, little 
recent data on company experience is available. Where steps have been taken to read- 
just employees to new work, instances have been so scattered throughout the company 
that no definite program has developed. In the absence of centralized supervision, 
the results of various efforts within companies have not been studied sufficiently to 
afford a basis for judgment as to best procedure.” 


It can scarcely be termed “speculation” to state that the majority of 
the companies covered in the survey from which this report was made had 
their production, sales and advertising programs well under way. But why 
not be equally prepared with a training program to meet production, sales, 
and the results of advertising? 

Does it occur to management that to educate and train employees so 
that they understand their work, know how to do it, and have an apprecia- 
tion of company policies is equally as good publicity as any that can be 
devised? Is it sound management to spend tens and hundreds of thousands 
of dollars on paid advertising, radio programs, etc., and neglect the good- 
will that can be derived from an education of employees that results in 
stronger morale? This takes personnel training out of the category of “wel- 
fare work” or of “overture” to employees and places it squarely where it 
belongs, to be prepared for and administered as adequately as any other part 
of business operation. 

Only a short-sighted management will hope to meet the price and profit 
problem, as it is complicated by new wages and working conditions require- 
ments and new employees, by concentrating upon increased sales volume and 
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neglecting personnel training. Careful examination of methods of develop- 
ing an efficient working force and adoption of a well planned employee 
training program will help to bring this problem into balance. Only by 
giving organized form to this training to permit control, development, and 
progressive evaluation of its effectiveness can it be expected to produce 
real results. There can be little doubt that where employee training is dis- 
regarded, or even superficially acted upon the margin of profit will be 
affected. 

If these comments seem to over-state the situation, let me add that 
they are observations from experience in industrial training since 1915. 
This is the third time in which I have seen industry lag in meeting its 
needs for training and therefore undergo the excessive expense of hasty 
makeshifts. 

With few exceptions, industry’s training is the least organized and 
most poorly administered of any of its operating activities. Unit costs of 
production can be lowered when training procedures are well organized. 
In these times unless profits are to be nicked somewhere between producer 
and consumer, the unit cost must be lowered by personnel effectiveness 
rather than by new machinery. Higher production of better quality comes 
from men who are carefully trained, and as more intelligent workmen they 
are happier in their jobs. 

Few employers are in position to sacrifice profits without sacrificing 
the business. Most employers can afford to give a little undivided attention 
to how their employees learn their jobs. This attention should not be con- 
fined to shop or production personnel, but should cover all employees. This 
is one time when it is important to make the best use of and cultivate all 
the brains in the company. Many the salesman would like a little honest- 
to-goodness instruction on “how to sell” and many the sales supervisor 
could build up his own “over-ride” if he knew more about how to teach 
salesmen to sell. 

Before going further, I shall define what I mean by “organized train- 
ing.” First, it presumes company recognition of its responsibility for 
assuring that employees know their jobs; second, it implies that a policy has 
been formulated to guide the activities; third, it denotes a conscious and 
distinguishable effort by the company in the form of a plan or program to 
follow through with the training policy. Briefly, this summarizes into 
responsibility, policy and program. These are the essentials. They con- 
stitute recognition of an educational job and a conscious effort intended 
in some orderly manner to meet it. 

Thus we rule out the company in which the rank and file employee 
“picks up” his job as best he may from whomever he can. A surprising 
number of such companies credit themselves with employee training. We 
eliminate companies which, failing to distinguish between the job of doing 
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and the job of supervising, promote their men to supervisory positions, 
the responsibilities of which they learn by trial and error. And it will do 
no harm to have mental reservation concerning companies which, using 
“routines” or written instructions as an administrative device, attach educa- 
tional importance to them without providing for supplemental deciphering 
assistance to the ordinary individual. 

The definition suggests a deliberation of principles and procedures in 
personnel training which is comparable to that given to manufacturing 
processes, marketing, purchasing, accounting or any other phase of business 
wherein the adoption of a progressive policy is justified. Techniques and 
talents are as essential to recognize in the one as they are in any of the 
others. 

The survival of the fittest in the coming decade will depend more 
than ever upon the soundly organized development of the human element 
in business; even more perhaps than upon invention and refinement in 
mechanical processes. We seem to be participating in a transition from a 
mechanical era to one in which human engineering is being stressed as the 
social economic responsibility of the employer. If responsibility is accepted, 
the manner of carrying it out is important. 

Of the four items — wages, hours, more men and consumer cost — the 
most complex is “more men.” Here again we run a fair chance of meeting 
“want” in the midst of “plenty.” With the reports now of shortages of 
certain skills in some industries, and with employment agencies finding it 
difficult to secure the kind of persons that employers request in the office 
and technical groups, this re-employment will not work out as smoothly as 
anticipated. It never has done so. 


The following indicate some angles of the problem: 


What proportion of the unemployed will land back in their old 
jobs, or even into their old line of endeavor ? 


Six months out of a job makes any man think differently. 
Some have not worked at their regular calling for many years. 


They are all from two to five years older; many were once valu- 
able but they have now passed the age limit. 


Some of the young fellows have never had a steady job. 


With due respect for the motives of CWA, CWS, CCC, etc., they 
have not trained these men for your business. 


Most young men who graduated from school and college since 1929 
have only catch-as-catch-can experience. 
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What of the college graduate who was recruited as executive 
timber, but who has pumped gasoline in order to have a job? 


What of former executives, competent men, too, who have been 
compelled to go “on relief”? 


The business executive who says that he is not ready to think about 
training, had better ponder over these cases. Such are the men he must 
employ, for so the supply has been affected. When he gets a load of orders 
for his business “truck,” he may find that it will not budge. This is 1934, 
five years later than 1929, and much has happened. 

Each day is bringing American business nearer to the greatest need for 
training and re-training that it has ever experienced. This will include not 
only the new employees, and those who are re-hired, but many who never 
did lose their jobs. The training will not be confined to the development 
of skills, the whole order of thinking has been affected. Even the best of 
employ :-employee relations have been undermined. The real nut to crack 
is the reconstruction of employee attitudes. The rebuilding of confidence, 
the stimulation of cooperation and overcoming falsely interpreted, if not 
unsound economic and social propaganda, are the really complex problems 
to be solved in every industry. In comparison, mere job training in processes 
is simple, though equally essential. 

The time to prepare to meet this need for training is not after employ- 
ment starts and the pressure of production is on. The time to make ready 
is now. It takes time to get up a training plan; just as it does to evolve 
a sales plan, a production program or an accounting system. Effective plans 
should be soundly conceived, they are not contraptions of expediency. Tem- 
porary measures seldom function well enough to warrant their excessive 
expense and harmful experimentation. 

The cost of learning is always present, it may be hidden in the pay- 
roll or the scrap pile, but it is there nevertheless. When training is not 
organized, this cost cannot be controlled. Organized, it will harness a 
power from which predetermined results can be obtained, while holding the 
reins upon the expenditures. With such points as these in view, the fallacy 
of delay is apparent. 

As good as we thought we were in 1914 and 1915, as much as we 
gained in personnel experience in the following eighteen years, we have 
encountered nothing that will compare with the necessary absorption of 
these great numbers of men into industry, under the imposed conditions 
of operating. 

Take the single illustration of the educational job of securing acceptance 
of personnel policies. In the late 20’s these policies could be printed and 
posted. If reasonably adhered to, they were accepted. Will that work 
today? If you think so, do not try it. There is a different horse under the 
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saddle. He is branded “7A.” Those policies will be made jointly with men 
who never made them before and will be posted after acceptance. The edu- 
cational sequence is reversed. 

Certainly in the early stages of reemployment there will be need for 
the most careful attention to re-forming of safety habits; to re-establish- 
ment of leadership among supervisors, and it requires no stretch of imagina- 
tion to believe that men will have to be re-taught, not only how to work, 
but how to think in jobs in which they have been skilled. If you know 
what it is to pick up your golf game after six months without playing, just 
think of the fellows who for several years have not dictated a letter, set up 
a lathe, or bossed a gang of men. Some of them have had to swing a 
pick axe. 

They will need education and training, which is geared up to a degree 
of practical operating efficiency consistent with the job to be accomplished. 
This demands more thought among the best minds of business, greater 
consideration of the experience and competency of those who will engineer 
the training, more thought upon integration of training with payroll jobs 
and less cheap talk about the “company school.” 

Industrial training is not something to be adopted to satisfy executive 
vanity, to view as a welfare activity, to use for window dressing, nor to 
hamper with academic concepts. It is to the human element in the business 
what the power plant is to the machinery. If a boiler does not make steam, 
or power costs too much, you just naturally do something about it. 

In its progressive development since the World War period, employee 
training has tended toward the principle of decentralization. It is generally 
accepted that this is the most effective procedure. The vestibule school and 
the separate training department have been superseded by a recognition 
of supervisory responsibility for training, which in turn caused a considerable 
development in the teaching ability of supervisors. 

It was also recognized that centralization of training fostered an illogical 
transfer of responsibility from the supervisors, led to partial if not complete 
isolation of training, frequently subordinated its activities and set up unneces- 
sary problems of coordination, balance and cost. This does not rule out 
centralized training, however. The future may see many occasions in which 
large numbers of employees will have to be trained intensively, where the 
burden will be too heavy to place upon the supervisory force. Executives 
who are only superficially aware of training needs are courting a “jam” of 
this kind and the extra expense of a central training department. 

Training is definitely a part of the job of every supervisor. So far 
as possible it should be left to each supervisor, who should be coached in 
how to teach and how to train on the job. I can think of no business, indus- 
trial, commercial, transport or of any other classification, to which this 
principle does not apply. Sales supervisors should train salesmen, but un- 
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fortunately the sales manual and “pep talks’ seem to predominate much to 
the detriment of eyesight, disposition and resourcefulness. 

There is an important and effective place in industry for the fine tech- 
nical schools operated under company auspices which provide an education 
not so readily obtainable on the job or in outside schools. Their service 
is recognized and their scope and limitations are equally understood and 
credited. They will be called upon heavily in the period of readjustment. 
The 1929 to 1933 college graduates who enter large companies will seek the 
aid of these schools in polishing up their education. 

The big project, however, is—getting men re-trained and trained to 
work and to think; to promote a constructive spirit in working ; to dissipate 
the fallacies that bewildered unemployed men have absorbed from the leaders 
nearest them, so many of whom have irresponsibly distorted and misin- 
terpreted the statements of their national leaders; to help men to keep away 
from the radicalism which at heart they do not want to accept; finally, to 
keep this as a cooperative war against “Depression” until the battle is won, 
and not permit it to degenerate into an antagonism between men. 

This is the educational and training job facing industry of all kinds. 
It calls for leadership motivated by the highest principles. It must start at 
the top and circulate through the supervisory organization into the ranks. 
In the last analysis it is from the day to day contact with his supervisor 
that the workman should learn how to do his work, what his company 
abides by in human relations and what constitutes a square deal for every- 
one concerned. The employer or management which recognizes the essentiality 
of fair dealing will help its supervisors to act with intelligence and under- 
standing. 

Organized training should be in preparation now, and a very large 
portion of it should pivot around the supervisors in every branch or depart- 
ment of the company. The preparation requires study, analysis and examina- 
tion, not only to discover what is most needed now, but to determine policies 
for the future. It entails establishing definite objectives and making provi- 
sion for competent direction. 





Note.—The New York Public Library is anxious to secure the following issues 
of “Personnel”: Vol. 1, No. 1 to Vol. 4, No. 1; Vol. 4, Nos. 3 and 4. The courtesy 
will be greatly appreciated if readers who no longer need their copies will present 
them to the Library.—Eb. 
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